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EDUCATION SAVINGS ACCOUNTS/Strike ESAS, Nationalize School Construction

SUBJECT: Education Savings Act for Public and Private Schools . . . H.R. 2646. Coverdell motion to table the
Moseley-Braun amendment No. 2292.
ACTION: MOTION TO TABLE AGREED TO, 56-42
SYNOPSIS: As amended, H.R. 2646, the Parent and Studentdsafatount PLUS Act, will enact the cpnomiseprovisions

of S. 1133, as morted, on education sagis accounts and other education initiatives. It wiland the recentl
enacted education sagsaccount tax credit, wiirovide an exclusion frorgross income for distributions froqualified State
tuition programs, will extend and @and the current-law section 127 tax exclusion (fopleyer-provided education assistance),
and will assist locaglovernments in issughbonds for school constructiony lcreasig the small-issuer bond exetion. The bill
will also enact groposal togive school construction aid toghi growth districts. In total, gproximately $6 billion in tax relief for
education over the next }@ars will beprovided. That cost will be more than fubffset by modifying the enployer deduction
for vacationpay and ly chamging the treatment of the fogri tax credit cagback and cayforwardperiods (for increased revenues
of $6.9 billion over 1Gears). The education tax credit will begparded y increasig the annual contribution limit for education
IRAs from $500 to $2,000 for taxabjears 1999 thragh 2002 and Y charging the definition ofqualified education genses to
include kindegarten throgh twelfth grade (K-12) egenses (the credit curreppplies onl to higher education genses).

The Moseley-Braun amendmentvould strike the education sagsaccounprovisions. and would substitute a new Federal
program togive a new ype of zero-interest bond, "Qualified School Construction Bonds," for fingmeiblic school cpital
improvements. g to $9.7 billion worth of such bonds would be issued in 1999 and 2000. It would also increasg fiundin
"Qualified Zone AcademBonds," which were created lagtar. Lp to $3.2 billion in bonds for the latter would be issued over 5
years. Qualified Zone AcadgnBonds allow bonds to be issued for school constructiomjitreathe holders of the bonds a Federal
tax credit instead of an intergsyment. Authoriy to issue such bonds would be distributed agrtbe Statesypformula. For
Qualified School Construction Bonds, bonds would also be issued for school construction thgtwedhklholders of the bonds
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a Federal tax credit instead of an intepagtment. Two formulas would be used, one to distributpegdent of the bond authaoit
amory the States and one to distribute@scent to 100 laye local educationalgencies with lage numbers opoor children.
However, those formulas would be trped by provisions that would block grbond authorit from beirg given withoutprior
approval from the Clinton Administration. A State would be denied bond authoriess the Secretaof Education pproved a
State pplication for that authont Numerous detailed mandates on the contents of pipatation would be irposed. Those
mandates would contain information on such matters agpbs of r@airsparticular facilities needed, health and safabblems
at particular facilities, areas that hadyher growth rates, and exagthow the State intended to distribute the auth@iborg
particular gencies and facilities. The Secrgtaxf Education would have cqiete authoriy to gpprove or to dispprove ary
application. Similary, no authory would begiven to ary local educationgeng/ unless the Secretaof Education pproved a local
application for that authort, which would be sibct to the samgpe of detailed mandates on its contents, and no limitations would
beplaced on the Secretain either @proving or disgproving an gplication. The Qualified School Construction Bgordposal
would thus involve the Clinton Administration dirgcth examinirg in detail allprojected uses of the bond authp@ind would
give it full authority to dery all authoriy to particular States or the selected 100 local educatigealcies. The estimated cost of
the amendment would be $3.3 billion oveyeiars and more than $10 billion overydars. All of the $10 billion in tax benefits
wouldgo to the bondholders (lge banks and other institutional lenders). In contrast, the benefits of the educatigs ses@unts
will go only to 15 million middle- and lower-income American families, who will use the benefits to save $10 billion of their own
money for education.

Debate was limitedybunanimous consent. After debate, Senator Coverdell moved to table the amendmentyXaoseall
favoring the motion to tablemposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:
Argument 1:

The Moselg-Braun amendment would create a new Fedwrialic school constructioprogram with a raft of comlicated
mandates. The amendment would effectivedtionalize school construction and wopttdvide a hge amount of aid, courtg®f
all the States, to those few States that have b@ecially derelict in meetig their reponsibilities. Perhps most gregiously, it
would not sinply add this offensiveroposal to the bill; it would also eliminate the educational IRA benefits that this bilwel
to 15 million American families.

In rhetoric, at least, there is agiee of overla between the qporters and pponents of the MosgjeBraun amendment. The
undering bill has two school construction elements, both of which have been retained in this amendment. The first element will
increase the small issuer bond ey&on for tax-exerpt bonds issuedyba localgovernment to $15 million (it is curregt10
million), on the condition that at least $10 million of the bonds issued apailitic school construction. (The exption is for
arbitrege profits from investments unrelated to {hiepose of the borrowipthat agovernment maearn when issugmbonds that
are exemt from Federal taxation. Sugnofits must ordinaril be rebated to the Federal Government. The piemisgiven to
remove for smallegovernments some of the cplexity involved in issuig tax-exenpt bonds.) We arpleased that our collgaes
agree with us that it makes sense tglait smallegovernments in this manner. The second element wyllrigh-growth school
districts build new schools to accommodafidig growing studenpopulations. Thigrovision will allow States to issue tax-exgm
bonds gqual to $1(per State resident. Each States wilgbaranteed a minimum allocation of at least $5 million of these taxpexem
bonds, and a total ofuto $600 millionper year will be issued. The $58 million cost of thisposal will leverge more than $3
billion in new construction and rehabilitation of schools. Both of these elements involve little more than tax autetbhawill
target Federal tax relief to areasparticular need. We amgeased that such broadphitisan spport has been found for these
proposals.

Our collegues tell us that thyeagree that thesproposals are meritorious becauseytiaee neither bureaucratic nor intrusive.
They then tell us that theproposal is similar. We straty disagree. Their amendment wouldjere the creation of a new Federal
bureaucrag that would be rguired to sift throgh the criteria and bond allocatiopgications of all the Stateplus it would have
to sift throwgh bond allocationplications from local educationagancies (thg would get 35percent of the authositdirectly).
The mandates on the contents of thgga#tiGationsgo on forpages andages. Those mandates would bgased for a reason. The
Education Dpartment, under the Clinton Administration, would review them and either turn a thysmdr'ssahumb'’s down on
each and ever
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would give up all control over decidigitheir ownpriorities. The by far would still beputting in the most mone but the Clinton
Administration would decide what theould gend their mongon. Our collegues ephemisticaly call this Federal takeover of
school construction gértnershp.”

Except for addressig particular needs, such agicpopulationgrowth, in a vey non-intrusive manner, afquoviding general
relief in issuiny tax-exenpt bonds, weguestion the advisabilitof getting the Federal Government involved pablic school
construction. We note also that President Clinton has nghsthis control. $ecifically, he has twice jected this bongroposal,
statirg: "The construction and renovation of school facilities has traditioba#n the rgonsibility of State and locglovernments,
financedprimarily by the tayayers. We are mposed to the creation of a new Fedgrahtprogram for school construction." We
suppose some Senators ynlaave more reason than others to wamtass the MoseleBraun amendment. For instance, lllinois,
which isjust 1 of the 50 States, has more thapédi@ent of the coungts school construction needs. Other States that have been
heavily investirg in theirpublic schools, such as Gea (which is pendirg neary $5 billion and which gent $186 million last
year to build 57 new schools and to mgdifLO others), have much more modest immediate needs. Should all of the States ha
to pay in taxes tgorovide this benefit to hplother States that have not been invgstinowgh?

As bad as thigroposal for a Federal takeover of school construction is, the fact that it would strike the educatiogal savir
accountprovisions from this bill is even worse. Our colleas, as we have pirined onprior votes, strenuougloppose those
provisions because thdnow that thg will make itpossible for some children to leave fagjiand dagerouspublic schools for
succeedig and safeprivate schools, some of which will be g@bus schools. Thedo not want children to be in faiinrand
dargerous schools, but thelo not want them to leave tpablic schools because those schools are unionized. Insteadjahe
to ke them trpped there while thetry onegimmick fix after another. In this case, thare sging that all we need is bricks and
mortar. We note, however, that we have been in sonyamadt-built, well-equippedpublic schools in which most of the kids are
performing well belowgrade level and which are diptined laigely by drugging the children with Ritlin. We have also been in
private, principally parochial, schools in exagtthe same areas drawifrom the same studepbpulations and those students have
been excellig. Those schools hageneraly been in muclpoorer condition and have had much fewer resources such as audiovisue
equipment. Nevertheless, thifmmick amendment ga the answer is to kpehe kids inpublic schools and add more bricks and
mortar.

Education savigs accounts, on the other hand, dopnofess to offer a one-size-fits-all Federal solution. Insteag eifmpower
parents. Parents will lgpven tax relief if thg save their own moreo gend on their own children’'s educations. Liberal Democrats,
who seem to measure ey#ing's value ly how much the Federal Governmentpersdirg on it, scoff at the $7 to $3ryear
family tax benefit that will accrueybnot havimg the interest that is earned taxed. }WWhow terrible! Parents, without the
involvement of ap Government bgond giving that tax relief, will save $10 billion over }@ars to pend on their own kids'
educations. Parents, who know and love their children, will decide what is best for their children, not the Federal Gogernmel
parent with a child who is hawgtrouble learnig to read mjht just think it is more imortant to hire a tutor than to make school
repairs. Under the MosefeBraun amendment, thparent would not bgiven ary hebp in hiring a tutor, but mgbe, if the Clinton
Administration eventuafl signed-off on a school constructigfan, that child's school mit get a newparking lot. Johnry still
couldn't read, but wouldn't the schoolfretty? Anotherparent mght want to move his or her tegadawghter out of agarg-
infested school. Under the MosgiBraun amendment, no Ipalvould begiven thatparent--the daghter would have to syabut
maybe over severajfears that school woulget some construction pairs. Accordirg to the spporters of the MoseleBraun
amendmentgiving the estimated 15 millioparents who would use education sgsiaccounts hplin providing the educational
options that the think are best for their own children is much lesgdrtant in evey conceivable situation than is buildipublic
schools. We ephatically disayree.

Many liberal Members hge to use the MoseteBraun amendment to advance their opatitical fortunes. Thg hope to
convince the voters that because/thee charpioning this new Federadrogram for buildirg public schools theg are effective and
carirg Senators. Thehave their totayl untested thegrthat this new means of finangischools will be more effective than exigtin
means, and tlyehave their totajl untested thegrthat fixing up public schools will inprove the dismaduality of public education
in America. Public schools have deteriorated ovep#isé several decades as one educationaltiaéter another has beenposed
and has failed. We ge our collegues not to inflicjpublic schools with one morgrand theoy. It is time to stp imposing
Government solutions; it is time to power parents. The MosegjfeBraun amendment should be resoughingected.

Argument 2:

We favor the MoseleBraun amendmentsoposal to create a new Fedguadgram to leverge morepublic school construction.
Such new school construction would be beneficial in our States. However, we are everppwteswf the education sa\ga
accountprovisions that this amendment would strike from the bill. If the MgsBraun amendment had gay added its new
program without strikilg the education savijs accounprovisions, we would have pported it. Unfortunatef, it did not, so we
must syport the motion to table.
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Those opposinghe motion to table contended:

The Moselg-Braun amendment offers a real alternative that would make a madmdifference in the lives of millions of
children. Instead afiving money to pegole who do not need financial aid soyhean use that mogeo take their children out of
thepublic schools, and, in mgrtases, to violate the Constitutiondapporting religious schools, the MosegldBraun amendment
would address the lga andgrowing problem of deterioratig schools. It would not ipose a Federal solution. Instead, it would
create a Federal-State-logaivate partnershp. Together, allgovernments and thgivate sector wouldpend more than $22 billion
in 5years rebuildig America'spublic schools.

According to the General AccountirOffice, public schools have immediate construction needs of $113 billion. In some States
and districts th@roblem is worse than in others; for exalm lllinois alone has $13 billion worth of construction needs.ght li
of this hige need, what have our collgeesproposed? Thewant togive a tax benefit to wealfhAmericans, which will oryl come
to between $7 and $3eryear, so that thecanget their children out of these schools and prteate, and often redious schools.

In other words, instead of fagjtheproblem, thg areproposing running away from it. Making matters even worse, the&vant to

let theparents use their tax sagsito send their children to mgibus schools, which we believe will violate the establishment clause
of the Constitution. Poor kids will be left in the rotten, rundown schools becaysgilih®ot be rich enogh to take advantge of
education savigs accounts, and no one will care because all of the other kids will have left.

Somepegple might want toplay a blamegame instead aofiving help. They might want to sg that this igust an inner-cit
problem, so let the cities handle it. Thessple would be wrog. Rowhly one third of all schools in America, be yha cities,
rural areas, or even the suburbs, hagentrconstruction needs. Theblem cuts across allgi®n and class ties. Further, even
if it were a localizegbroblem, what would bgained ly refusirg hep on that basis? The children who attend those schools are not
to blame, and if thelive in an area that does not have the resourca®tide the needed pairs, thg aregoing to be stuck in
dargerous, overcrowded, crumbguildings. Investig in children will hep them succeed later in life. If we rgalant toget
pele out ofpoverty and dgendence, the most jmartant tool we cagive them is ggood education. Thproblem of rgairing
crumbling schools is nojfust a locaproblem--it is also a nationaroblem that demands national pel

The Moselg-Braun amendment woulgive a sgnificant amount of the hglthat is needed. For a tax benefit investme nistf
$3.3 billion, it would leverge $22 billion in new school construction angaies. It would do so in a vghands-off manner--after
the Federal Governmerpoved State and localans, State and locgbvernments would be allowed to issue bonds that would
pay in Federal tax relief instead of in interest. We believe that these bonds prouédto be a vgrpopular way to finance new
school construction. The resuljiextra $22 billion in construction wouldgsificantly reduce the current backjaf $113 billion.

It would thus solve negrl20 percent of thegroblem. Instead afiving 15 million American families paltry benefit in order to
encourge them to abandon tipeiblic schools, the MosgjeBraun amendment would encogesState and locglovernments to
fix up those schools. This alternatiygpeoach is cleayl preferable. We thereforege our collegues to ppose the motion to table.



